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SUBJECT: TREASURY MINISTER PANDOLEI ON NEW INTERNATIONAL LOANS 
AND APPROACHES TO EEC COOPERATION 

1 . IN LUXEMBOURG EOR A MEETING OE EC FINANCE MINISTERS, 

TREASURY MINISTER PANDOLFI TOLD JOURNALISTS THAT ITALY 
WAS VERY INTERESTED IN NEW LOANS FROM THE EC AND THE 
INTERNATIONAL MONETARY FUND TO FINANCE THE RECOVERY AND 
BOLTER RESERVES TO WITHSTAND POSSIBLE PRESSURES ON 

THE LIRA. TALKS ON EC EINANCING ARE REPORTED TO BE 
CURRENTLY UNDERWAY IN ROME WITH EUROPEAN COMMISSION VICE 
PRESIDENT ORTOLI. REGARDING EUROPEAN MONETARY COOPERA- 
TION, PANDOLFI WAS REPORTED TO HAVE EXPRESSED THE RELUC- 
TANCE OF THE NEW ITALIAN GOVERNMENT TO COMMIT ITSELE TO 
JOINT MONETARY ACTION. IT SEEMS ITALY WOULD STILL PRE- 
FER TO SEE THE STRONG-CURRENCY COUNTRIES ACT AS LOCOMO- 
TIVES IN THE RECOVERY. ON THE EC GOAL OF 4.5 PERCENT 
GROWTH RATE, PANDOLFI STATED THAT "ITALY WOULD TRY 
TO DO ITS PART, BUT ITS PATH WOULD PROBABLY BE SLOW." 
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2. COMMENT. THE NEW TREASURY MINISTER SEEMS TO SHARE THE 
VIEW OF HIS PREDECESSOR AND OTHER ITALIAN ECONOMIC POLICY 
MAKERS (E.G. BANK OE ITALY GOVERNOR BAEFI) THAT ITALY'S 
MEDIUM-TERM GROWTH POTENTIAL CONSISTENT WITH EXTERNAL 
STABILITY IS CONSTRAINED BY THE RATE OF GROWTH OF ITS MAIN 
EXPORT MARKET, I.E., THE EC. WHILE THE ITALIAN ECONOMY MAY 
REACH A 4.5 PERCENT GROWTH RATE IN THE FOURTH QUARTER, PANDOLEI'S 
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REMARKS SEEM TO IMPLY THAT THIS IS NOT A SUSTAINABLE LONG- 
TERM TARGET GIVEN CURRENT STRUCTURAL PROBLEMS. ACCORDING 
TO THE THEORY OE THE "EXTERNAL CONSTRAINT," ITALY IS CON- 
DEMNED TO GROW SLOWER THAN ITS EXPORT MARKETS, OR EACE A 
CURRENCY CRISIS. AS EAR AS GREATER MONETARY/EXCHANGE RATE 
COORDINATION IS CONCERNED, IT SEEMS PANDOLEI SEES ITALIAN 
AUTONOMY IN THIS AREA AS YIELDING SUBSTANTIAL NET 
BENEEITS EOR ITALY. IN ALLOWING THE LIRA TO DEPRECIATE 
ALONG WITH THE DOLLAR, THE PRICE COMPETETIVENESS OF 
ITALIAN PRODUCTS WITH RESPECT TO THOSE OE OTHER EC COUN- 
TRIES HAS BEEN MAINTAINED, NOTWITHSTANDING MORE RAPIDLY 
RISING LABOR COSTS IN ITALY. GARDNER 
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